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<croft) requested a state Mt'&ctor Review of a 
by tJte L&wistown District Office {LDO) on 

L). 
2). 

on 

pay 

from itlaf:kfe&t 

~Case 

on gas ., c 

110. 14-20-2514313 
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tMt they be a1.1QV&4 t'O ~t::t;~ir: Srp8lents orally 
an F$bt-tfa'r.7 7. 1.9:91, Croft was e.ontact.e4 

pt'eliminary f:lndin&$ .At. tbat. 't-iM .croft decitSed 
was not. necessary . 

The foUowi~ is the c;hronology of events which -ve taken plat;e on the two 
lees88. 

is8Ued 

~£-213 

Bank 

Ct'Oft is the les.ee of lease tfo. 1;~lS14313!aI1a .(). 
Lean 80. 1~2~~51-4313 covers Lots 9 md 10 (49.55 a~.) 

, , :R.(1W. and Lot 5 {2..!6 ~es) .ee. U. T.37W-..2.~W. 
af£eetive Janvary 27.1975. t11'1dera 3-year term and 
percent (bc1oSUt'a 3) .The lease was cO8litte4 to t.be 
Madi$01\ Sand Uni t ~t on Jul1 1 .1:~ 16. and is c:ut-ent1y 
held-by-productiou by the unit . 

--~aje---;-~* 2G-O2'51.-46~J:D~~~-~t.8 8 (35.21 acres) see:. Z. T.37B. .R.6W. 
Tbi$' lease was isS\1e4 effeetin ~t- 23;~'77-.- ~r-.-3-year-term. -&114. 
royalt, rate of 16.;;.2/3 pereent (!nclo$Ut"e 4) .'11\is lease expired on its OWA\ 
t~, ~ bas been re-l~s.d to ~orthland Ho:I4i~, Inc. , e:ffective April 11, 
19~0. under lease .0. 14-20-02:51-71:19. The n"&Wlease ba-a 5""year t~~ and a 
royalty rate of 1:6-213 pet"cent (Er1c.losure 5) . 
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01\ Hovembe.r 4, 1979, the Huntzing No.3 well. located in the lfE-A$W'A~ (Lot 7) 
see. 2, 'J.'.37U., R.6W.) Glacier county. Montana) was drilled by Blaekleaf 
Petroleum and Croft. on November 16, 1979, the well was completed as a gas 
well W'itb 8 flow rate of 1316 IICP'GPD(Knel()sure 5) .'n1e well was orig.inally 
drilled under the state.'ide Rule 36.2.2.102, w:hi:ehest.abLished :spac.i~g for g.as 
as one well per ;s.ovet~ental section (640 acres) .The well is l<>e:ated 250 
feet east of the Tribal lease Ho. 14-20-0251-4313. 

On June 21. 1980. Croft sent a letter to the Chai~n of the Blac;kfeet Tribal 
bV~~in~ss CmJne;il (BTBC) t'eq'Uestin& a Tribal resolution to approve pooling or 
communitli:~if.LOOo'f""1'ribal lan4s--in~~~s .2 and 11 un4et' lease 
No.14-20-0251-4605 and Ilo. 14-20-0251=4-jT3-~(En:ci-osU't'e--J~~--~ ~~-~--

On July 14t 1980. Croft sent 8 letter to the Superintendent, But'eau of Indian 
Affairs (BIA) t Blackfeet A&ency. requesting, a Tribal resolution from the BTBC 
to approve poolin& or ~nitization of Tribal lands in secg. 2 and 11 under 
1~a8e Do. 14-20-0251-4605 and No. 14-20-G251-4313 (Enclosur:e 8) . 

00 July Z2. 1980. Hr. Bill Croft. Dick Betapeti <ac.tually Richard Beatty) . 
Attorney for Croft. and Linda Knickerbocker met with the Blackfeet 'tribal Land 
Co11lnittee (BTLC) concerning the conumJnitization agreements (CA) for sees. 2 
and 11 which would pool the Tribal leasQ (EncLosure 9) .The B"tLC stat$d t.bat. 
they would need about. 2 weeks to do some research won on the agreement before 
the BTB:c would sign it. The BTBC also stated that t.hecy would like to visit 
the well loc.ation and gas line t'oute . 

On August 5, 1980. :Richard B-eatty sent a letter: to Hr. Leland Ground . 
Blac.kfeet Tribal Couneil coneet."ning the CA uttder sees. 2 and 11 (~i'C1osure 
10) .Hr .Beatty stated in his letter that 2 weeks had passed Sitlc.e the ~ribal 
meet-ing and neit}\er Ht-.Croft nor bimself had beard anything f ram tb$ Tribal 
Counci 1 re&arding the CA. 

On August 23, 1980, Blac;kf~t '!'ribal Lease Ho. 14-2C)-!J251-It60S ~ired on its 
own terms . 

01\ S~ptembe't' 30. 1980, Croft filed an application (En~losure 11) under Dooket 
»0 .106-80 ( Enclosure 12) with the. Hontana Board of Oil and Gas conservation 
(HBOGC) to e.rtablish a field for the production of natural gas from all 
horizons lying above the top of the Kootenai F()t-mation. The docket, if 
approved .would only allow one gas well to be produced fr~ the spe~itied 
formation. Croft also filed two appli~ations under Docket No. lO7~80 and 
No. 1()8-80 for the pooling. of inter&$ts for &as production from the:. spacing. 
mlit described under Docket No.106-80. 

On October 30, 1980 .a bearing of the HBOGCwas held in Billings. Hontana 
(This office has obtained a copy of a taped proceedings for this hearing. ) 

-~ testimony presented by Richard Beatty. Attot'ney tor Croft and Blac1cleaf 
peft.oTeum;~'fOt"tned~-~-!)! ~ chronological events that lead to the 
applic.ant's filinf) of the three dock8ts-t:o-estab!~ ~-ield-~~~s,,~~:!\& rules. 
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and to force pool t.be subj ect lands under sees. 2 arid1l. It was pointed out 
by the MBOGCtMt they have no jurisdietion to fore.e pool Indian lands. It 
was also discussed wh$ther the HBOGCwould allow any additional wells being. 
drilled on the Indian lands that were excluded froa:l the application. The. 
Hl\OOC8tate~ ~hat 8Tt'1 furt1'ler wells in this area would have to be pt.~sented to 
the :HsOGe£or approvaL Mt:&r hearitl& th&tesfimony , tb$~t approved the 
applications and isfBue4 1)r4.~s Ro. Ul-80 t !Z2-$:0. ~ 123-8{) (EnelQsure 13) . 
The It'B()G;Cdesignated the field as the f31ackfo()t-~+lowGas Field. 

On. December: 21, 1981, the United States Qeolo;ical Survey (USGS) approved CA 
No. .C'R-312, effective Hovember: 1, i979, coverin& 444.27 acres in $ec. 2 
exc,1U4:inS; the Trib81 lands (f.nclowre 14) .~ asre.e1ttent ~rltize$ 811 

the surfa~ down t-o the base o-f tM Dakota F!.)n\at.ion und&rlying see..2. 
T.37.. , R.f>W., 1I.P.1t. 11te CA toR\prises 52.06 ac;r~s af Federal land Uttd:er 

.~ ~ ;rot "0. n.1.D GU"~, anu wO. n,1;a.46';1fi~ .".,.d .;1.. ...21 acr-es ofease aO. ~A.~ 5'2fio B ~ 3°.'.8~ A n ~ .'7£ ~.. 
patented land. 1'be designated operat.or was Bl&c;'kieaf Petroletml. 

On Hay t5. 1987, t.M 1.00 ac;c$pt.ed Croft, as t.be successor operator of the CA 
effeet.i.e January 1. 1981 (Enclosure 15) . 

Ort July 28 ~ 1988 t t:be t.DO notified Croft eon~ing dt"ainage of the lands <m 
Tribal leaee Bo. 14..;20-251-"313 (Enclosure 16). ~y informed Croft that it 
appeared that these lands were not inc;luaed within the spa(;;ing unit Wherl the 
spaein& ufiit was apFoved by t'he HBOQCon October 30! 1ge(} (Orders No .121-8t) ! 
122-BO, and 123-80) , and suggested a!nending. the existing aA to include the 
Tribal lands . 

On Au$ust 1.1988. Croft t"espooded to tM LOO Ju1y 2~~ 19S8., ~etter stating 
that the)'. bad attempted to persuade t.be BTBC to c~t the 'J'.:rLbal leases to CA 
BCR...372 and th. 'tribe reje:cted the offce;t' {EnClo-:re 17}. 

Ot\ Sept~ 13, 1990. t"be LOO issued the first decisioo letter to Ct'Oft. 
assessiRI eo~e1}$atory royalty effeC;tive January 1.. 1987. with a dra.i~.&e 
factor of 13. ()6 perCMlt {Enc.ln&"'Ut'$ 18) .The U>O t.'ejeet$d Croft. s 
ju!Stifieation Rated in the letter dat&d Au&u$t 1, 1988. 

On September 20. 1990, the LOO issued a eorr~tio,n to the fir$t d&tision 
letter to C~of't. assessing caBtp~atot"y royalty (Inclosure 1:9) .'111& eorrected 
drainage f8:C;tQr is 1'.03 perc.ent. " 

On November 20, 19C}O, this office t'$C;eived additional information from 
Ric.bs.v4 Beatt;;y eoncemq this case (Er'J;ciosut':e 20). The infGr.'mat.ion c~rised 
of phot.oeopies of handwritten notes made at. the ti)t\e Indicat.in& eontac.t.s witb 
Ute RIA. USGS, BLM, and Tribal officials between June 19, 1980, and At;tgust. 13, 
1930 , retarding cotlmJnitizat.:ion . 
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On Jmwary 9, 1991, this office sent. 'a me1OOt'afldumto the BIA. Billit\gs Area 
Office to I'equest any other data that may be available to assist this office 
in the review of this ease (Enclosure 21), On February 4, 1991, this office 
received a response from the superintendent, Blackfeet A;gency, concerning out' 
request; howevet', tbe information supplied was already available 
{Et\closure Z2). 

Accot-ding to the records, Croft made numerous att~ts to work with the BTBC 
and Superintendent. BIA, Blackfeet Agency to...c.onauunitize the Tribal lease 
under secs. 2 and 11. No re~onse was ever received by Croft from the B'1'BCon 
this issue. However, there is no record indicatin, that the Tribe rejected 
Oroft's offer. On December 21, 1981. the U~S approved the CA su~te4 by.-,

~--'Blat'kl ea£-'Pet t"O1:eum~"'andCrof t; 

According to t1le recnrds. it appears Croft hal dili/ently ptl1'sued tb& approval 
I froJn the B'fBC foJ" cO1UAtittin& the '!'ribal lands in secs. 2 atld 11 to the CAs . 

All atte!t1pts ~ unsucuss£ul. Therefore, Croft is not required to atnend t~ 
existin& CAs to include the Tribal lands as required by the LDO decision 
letter dated September 20. i990. ~"..;;,;;c 

The LDO bas determined t based on engineering and geologic analyseg t the Tribal 
lease are physi~ally bein& drained. How&ver t they did not conduct an economic 
evalution to det.~ne Whether a paying. well could have been drilled 00 tbe 
drained tract. 

~ore, the case is hereby t:'emanded to the LOO. if the LOO det.ermines that 
a paying p-roteetive ~ll eould bave been drilled. tb& LOO can t:'e.-.assess Croft 
for the amount fJff co~ensatory royalties due. 

ts J3v f( S,,~'m't9t 

Jay I;. Spielinan 
Acting .Deputy State Director 
fji vision of Hineral Resources 

22 Enclosures 
l LOO letter dated september 20. 1990 (2 pp) 
2-Croft lett.er dated S&ptember 21, 1990 (3 pp} 
3-It-.dian oil and Gas Lease No.14-20-0251-4313 (~ pp) 
4-Indian Oil and Gas Lease No. 14-20-0251-4'05 (2 pp} 
5-1ndial\ Oil and Gas Lease Ho. 1"-20-0251-7219 (5 pp)6-,state CODi1lletion Report (1 p) , 

I:..Ct'oft letter dated June 21,1980 {1 p) 
8~Croft letter dated July 14, 1980 (1 p) 
9:..Land cO1mldttee lteetin& Minutes dated July 22. 1980 (6 pp) 

lO-Croft let-ter dated August ?, 1980 (2 pp) 
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